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Summary of past 5 years in Euro

1998 1997 1996 1995 1994

Results

(x EUR 1 mln)
Net rental income 849 85.3 84.3 83.9 82.1
Profit 64.7 61.7 55.1 nl4 493

Balance sheet

(x EUR 1 min)
Investments 1,269.6 1,090.4 1,139.5 1,059.5 1,115.6
Shareholders' equity 800.9 762.7 688.6 598.2 636.3
Long-term debt 313.0 290.5 370.5 400.6 419.1
Indirect investment result 22 414 53.8 o 55.5 o 56.5

Issued ordinary

shares of NLG 20

nominal value

— ranking for dividend
al December 31 16,956,748 16,495,377 16,041,440 15,204,984 14,811,497
—average number in issue 16,834,997 16,380,631 15,759,729 15,096,775 14,496,012

Statistics per
dividend ranking
ordinary share
(x EUR 1)V
Net assets value® 47.03 46.03 42,71 39.12 42.69
Profit 3.80 3.73 3.43 3.37 3.31
Indirect investment result” 0.49 2.87 3.43 il 3.64 Jo B3R
Dividend 3.29 3.29 3.29 3.29 328
[} A or 5.56% or 5.88% or 8% or 8%
and...... %N
Profit per ordinary
share (xEUR 1)
(based on the
average number
in issue) 3.83 3.76 3.49 3.39 3.38

""The amounts per share up to and including 1994 have been adjusted for the 1994 bonus issue. An adjustment has taken place
according to the ‘issue method’,

# Assuming all shareholders opt for the full cash dividend rather than the combination of cash and bonus shares,
W ncluding the effect of issues of new shares and stock dividend.
""To be anmounced on March 18, 1999.




Summary of past 5 years

1998 1997 1996 1995 1994

Results

(x NLG 1 mln)
Net rental income 187.2 188.0 185.8 185.0 180.9
Profit 142.6 136.0 1215 113.3 108.7

Balance sheet

(x NLG 1 mIn)
Investments 2,797.8 2,403.0 2511.2 2.334.8 2,458.4
Shareholders’ equity 1,765.0 1,680.7 15174 1,318.3 1,402.2
Long-term debt 689,7 £40.2 816.4 382.8 923.6
Indirect investment result 4.8 91.3 118.6 J.o 1222 d. 1245

Issued ordinary

shares of NLG 20
nominal value
—ranking for dividend
at December 31 16,956,748 16,495,377 16,041,440 15,204,984 14,811,497
—average numberin issue 16,834,997 16,380,631 15,759,729 15,096,775 14,496,012

Statistics per
dividend ranking
ordinary share
(x NLG 1)"
Net assets value? 103.65 101.43 94.13 86.21 94.07
Profit 8.38 8.22 7.55 7.42 7.30
Indirect investment result® 1.09 6.33 5o A 8.03 A 7.32
Dividend 125 7.25 7.25 1.25 7.24
5| OB or 5.56% ar 5.88% or 8% or 8%
AN i %"
Profit per ordinary
share (x NLG 1)
(based on the
average number
in issue) 8.44 8.28 7.68 747 7.45

""The amounts per share up to and including 1994 have been adjusted for the 1994 bonus issue. An adjustment has taken place
according to the ‘issue method’.

* Assurming all shareholders opt for the full cash dividend rather than the combination of cash and bonus shares.
“ Including the effect of issues of new shares and stock dividend.
U'To be announced on March 18,1999,
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Missiot and corparate aiin

— Wereldhave's mission is 10 make available,
when and where needed, commercial and resi-
dential property for rent.

— The object is to offer an attractive return on
investment combined with a low risk protile of
the property portfolio, Far this purpose the timely
recogiition of the performance and risk pros-
pects of property markets and individual proper-
ties is essential

Ohrganisatiun

— Wereldhave has al ils disposal an integrated
organisation for development, investment and
management of commercial property with offi-
ces in Brussels The Hague, Landon, Madrid. New
Yark and Paris,

- This prganisation provides Wereldhave with con-
tinuous direct access to reliable and up-to-date
information about the property market i which
it wperates. This enables Wereldhave to react
swiftly to changing circumstances,

Investmerts

— Wereldhave invests in shopping centres, office
buildings, industrial property and apartments.
Changes in prospective investiment refurns and
risks lead to regular adjustments in the mix of
the portfolio and its geographical distribution,

-~ The investments are curtently distributed over
Belgium, France, Hupgary, the Netherands Spain,
the United Kingdom and the United States,

— The investment in Belgium is by way of a G7.7%
interest in C.VA. Wereldhaye Belgium S.C.A.,
listed on the Forward Markel of the Brussels
Stoek Exchange.

Property valuation

- Wereldhave's properties are valued at open
market value less selling costs.

—~ Appraisals take place annually with successive
halves of the partfolio being valued on June 30
and Decembey 31 by independent external
sworn valuers. Parallel, internal valuations using
identical mathods are carried out at the same
time for the entire portfalio.

Wereldhave in hrief

Flpmnicing and-cnvvency pamagement

- Wereldhave's operation s financed by beath
equily and loan capital.

- The Company reduces currency risks through
the partial fimancing of foreign investments 1n
local currency:

Siruelure

- Wereldhave is an indeperdent interpational
property investiment company, founded in 1950,

- Wereldhave shares are traded on the Stock
Exchange in Amsterdarnm,

— The Company is an investment company with
variable capital. Only the Board of Mapagement
has autharity to issue and aequire shares of
the Company. The Company has neither an oblj-
gation to issue shares, nor to buy its shares.

-~ Wereldhave has the staius of an Investment
Institution under Duteh law and so does not pay
Corporation Tax in the Netherlands,

- Wereldhave 1s licensed to operate as an invest
ment company under the Netherlands ‘Wet toe-
zicht beleggingsinstellingen' (Investroent [nstitu-
fions Supervision Acl).

Fipancial calensda

— Announcement combination
dividend 1998

— Annual General Meeting
of Shareholders

- Dividend payment

~ Publication 1994 first
quarter reparf

- Publication of 1999
half-year report

~ Publication of 1999
ninenonths report

— Publication of 1999
Annual Repuait and Accounts !

Mearveh 18 1999

March 25, 1999
Al 6, 1999

May 7, 1999

August 10,1999

- Novernber 5, 1999
Mareh 2000

Infovination

- Information on Wereldhave is available from banks
and stockhrokers or directly from the Company
tel; 31-70-346 93 25
F-mail: investorrelations@wereldhave.com
Website: www.wereldhave. ril.
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Wereldhave N.V. i vestment company with vanaale capimly

Supervisory Board Board of Management
LF Visser (Chairman) G.C.J. Verweij (Chairman)
PJ. Vinken (Vice-chairman) R.L.M. de Ruijter

IH.J. Boans

W Lemstra

H.M.N. Schiornis

Report of the Supervisory Board
To the Annual General Meeting of Sharcholders

We have pleasure in snbmitting the Annual Report of the Board of Management of the
Company and the Accounts for the year ended December 31, 1998. PricewaterhouseCoopers
N.V have audited the financial staternents and have certified the Accounts, We propose the
approval of the Accounts and. in accordance with the proposal of the Board of Management. a
dividend per ordinary share of NLG 7,25 orat the choice of the shareholder, the combination
of a eash dividend and a tax-free dividend in the form of behus shares 1o be charged to the
tax-exempted share premium reserve, details of which combination will be announced on
Maich 18,1589,

During the year under review, there were five meetings hetween the Supervisory Board and
the Board of Management. In addition, the Chairman of the Supervisory Board holds
frequent discussians with the Board of Management on various topics. Amongst the subjects
discussed in the meetings with the Board of Management were the conversion of the
information system to the Euro and thal system’s susceptibility to millenninm-related
problems, the financial results in relation to Wereldhave's strategy and risk profile, the system
ol internal eantrols, the rental and investment markets for property, funding, cureney and
dividend poliey tax matters, ovganisational structure and staffing,

Furthermore, the Supervisory Board met in a vegular session 1o discuss its own hnctioning,
the relationship with the Board of Managemenl and the composition and assessment of
the Board of Management, including matters pertaining to management succession and
compensation. Rules have been drawn up governing the division ol responsibilities within,
and the working practices of the Supervisory Board together with a profile outhining the
qualities sought in its members. The latter document, the most recen! version ol which dates
from 1998, is available for inspection at the Company’s offices.

At the Annual General Meeting of Shareholders to be held on Mamch 25, 1999 Messrs.
JE Visser and BJL Vinken will retire by rotation. Mr Visser is available and offers limself for
re-election. Mr Vinken has reached the statutory retirement age and is thus not eligible for
re-election, The Supervisory Board and the Board of Management are deeply indebted to
Mi Vinken for his hard work and commitment as well as for his expert counsel, The Meeting of
the holders of Priority shares has decided that the Supervisory Board shall consist of four
members. My Vinken's responsibilities will be assumed by the other members of (he
Superyisory Board, The re-appointment of MrVisser is motivated by his knowledge and experi-
ence of the Superyisary Board's various tasks which meet the Board's membeyship profile.

On behalf of the Supervisory Board

JE Visser, Chairmarn The Hague, February 25, 1999

(=1}



Report of ihe Board of Management

1998 In perspertive

There was a lurther improvement in Wereldliave
results in 1998 Net income  increased  from
NLG 136.0 min to NLG M2.06 min, Prafit grawth
has moderated samewhal due to the delay
between the sate of older buildings as well as 30%
of the shares of CVA. Wereldhave Belgium S.CA
and the resinvestment of the proceeds in income
producing properly. The occupancy rate for the
portfolio amounted w 93.2%, (1997: 93.6%). The
profit per mrdinary share amounted (o NLG 8,44, A
casgh dividend of NLG 7.25 or at the option of the
shareholder a dividesd partly i cash and partly
in the form ol a laglee dividend in bonus shares
o be cliarged to the shaie pramium reserve will
Lie proposed at the fortheoming Annual General
Meeting of Sharehalders. The level of cash
dividend and distribution rate of bonus shares aof
the ovptional dividend  will be  announced on
March 18, 1999.

During 1998 Weieldhave camied out a laige
number of portfalio changes. Acquisitinons ook
place in Belgium, France, the Netherlands, the
United Kingdom and the United States amoun-
ting to NLG 6097 mlu, Properties were sold in
Germany. Belgivm, Fance. Spain  and  the
Netherlands for a total sum of NLG 2832 mln. o
the course of the yepr under review Wereldhave
incorporated its  Belgian  properties and loval
managemen| organisation into a property bevak,
Fraoperty revaks are closely comparable o Duoteh
Investment  Inatifutions, The establishment of a
hevak enables Wereldhave (o altain a substaotial
recluction of its Belgian tax liabiliies snd i
increases the scope [or acquiring properties in
exchange for new shares, One of the conditions
for the establishrment ol a property bevak is that
at least 30% of the shares must bo offered for
sale on the Brussels Stock Exchange. Woreldhave
successfully placed over 30% of the shares of
property bevak CV.A Wereldhave Beldium 3.C.A
with  the public. The first bansaction in lhe
hevak's shares on the Forward Maket of the
Brussels Stock Exchange took place on June 18,
1998 at BEF 2.250. The share in the bevak is
consolidated  proportionally on (he basis of nef
assels value. Op December 31 of the vear under

fi

review Wereldhave had a 877% share in CVA
Worild have Belgiun 5.0.A.

As fram Jamuary 29 1999 shaves i Wereldhave NV
ceased o be quoted on the Brussels Stock
Exchange. This step has been taken to avoid con-
lusion with the shaes of CVA Wereldhave
Belginm S.CA.. Based oo market conditions the
value of the investment praperty inereased by 1 9%
(1997 1.3%) in local currency terms At the end of
1998 the portiolio was valued at NLG 27078 min.
The net assets value per sharve, after deduction of
the [l proposed vash dividend amounted o
NLG 10365 (1897 NLG 101 43 afrer distribution of
profits),

During 1998 the Asian financial chsis spread
to affect Russia and Soutlh Amerca, The result
was negative economic growth lar a farge number
of emerging economies. Lower effective demand
tesulted in a halving of the rate of growth of
warld trade. In both the United States and Eurepe
lower export growili was balanced by a laster
increase in wvestment and privale consumption,
Lower commuodity priees are contributing to lower
inllation rates in the Western world and these in
turn are helping o depress inteest fates both
i Continental Europe and (e Anglo-Saxon
countries. Real interest rates are cugently ot a
lower layel in Burope than i the United States
and the United Klngdom. Remarkably, the ligher
real interest rates in the AngloSaxon countries
have proved to be no hindrance to @pid growtl
in investment. More intense competition for sales
is forcing comparies to continally rénew theiy
operational processes and praducts,

In confrast to the United States and Europe
lapan sank into a deep recession in the course Of
1998, The Japanese hanking system is struggling
with setious solvency and liguidity problems.
The lack of liquidity is reflected by a tall in
general price levels, In order to raise liquidity the
Japanese government has allowed the budget
deficit to ‘balloon’ It is unclear to what extent
[hese measures will succeed 0 pullmg the
lapanese cconamy auwt of the mire and prevent a
downward spital in Asian and other emerging
imarketa. What is clear is  that growtls  will




slacken in 1909 in both the United States and
Furape although a recession there seerns unlikely
inoview  of the rapid pace of techiological
wnovation  apd  rising  construction  activity
which meets growth in demand, It is expected
thart those countries with a well-develaped infra-
stimeture and a flexible economy will be the least
alfected by the mitensifying competition on wortd
markets andl the aceeleration of technological
change.

The United States and Furopean offiee markets
had a good vear in 1998, As [he economies
continued o expand there was o strong growth in
the demand for office space and consequently
motre offiee aceommodation was let than in 1997,
The vacaney rate dropped i1l most office marlwts
im 1998 nereased leting aud falling vacancy rates
had a positive effect on markel rents, In most
markets, during the year under review there was o
further rse of tents. The stecpest fall in vacancy
rateés over the past two years oceurred in the
better locatfons This has stimulated the devel-
optment of mew sites with modern, efficient office
buildings on the outskirts of the cities New
construction in the centre of the lage cities is
dillicult at short notice and this is having a
[avourable effect an the oeenpancy levels in ciiy-
centre  ollices. Apother  factor  lowering  the
vaganey e in the city centres is the convergion
ul nllices Lo wesidential use.

The retall property markets have alsa profited
from conlinuing ecoriomie growth, There hag
been a considerable growth in consumer expen-
ditire in Europe and fhe Upited States, Vigorous
cormpetition between retailers 1s reinforemg the
trend towards larger outlets, The demand for
larger shops has led to the supply of shopping
space growing faster than retail sales. Only shops
located on the best locations have Seen an
increase in sales per square metre. lnereasing
competition in the vetail sector is also evidenced
by the combination of shops with recreational
and cultural facilities,

Rents ftor industrial properties have been faicly
stable Tenants are willingly to move o new aceorn-
mudation o1 ocations, which meet their veguire

ments better I general differences in iontal lovels
within national maikets are small,

Financial review

Resailis ansl oouity

Profit after tax increased to NLG 1426 min (1997
NLG T36.0 min). Profit per share, calculated on the
basis of the average number of ordinary shares in
issue, pose from NLG 8.28 to NLO 814, The increase
in profit was the resull of lower interest charges and
general costs The NLG 51 min lower interest chea-
ges arose principally ram praperty sales and repay-
menl of loans. The reduction in general costs of
NLG 2.5 min can be traced mainly 1o lower pension
costs and the sale of 32.3% of the shares of CVA
Wareldhave Belgium S.C.A

There has been a slight fall i geoss rental
tcome The 1nost impartant reasons were the sale
of 32.3% of the shares of CVA. Wereldhave
Belgiutn S5.CA. and sales al incone-praducing
praperties exceeding purchases, The latter factor
is also the principal cause of the signilicant fall in
vperaling costs,

The relatively high average liquidity level duriig
1998 somewhat moderated profits growth, The
prinmary souree was the sale of the building ul
20 Exchange Place, New York at the énd af 1997.
In addition the date of the stock market [loatation
of CVA Wereldhave Belgium SCA. was fixed
for June 18 1998 The proceeds were re-invested
aver the remainder of the year [n addition it must
be noted that development properies do pot
contribute  to  profits  until  they have been
trapsterred to investment properties, Until then
the related interest costs are capitalised at money-
imatkel rates, significantly below the rate of return
on equity for new investments of at least D% as
required by Wereldhave. The ipdirect investment
result oyer 19Y8 amounted to NLG 48 min con-
sisting af NLG 40.9 min ftrom a positive revalua-
tion, — NLG 46.0 min from currency movements
and NLG 9.9 min from other items. Nel assets
value per share, calculated pn the bagis of the
fnber of arediary sharves in issue at the end
of year amounted to NLG 103.G5 as adainst
NLG 101,43 af the end of 1997

-




Maovements In net assets value per ordinary share
ranking for dividend (= NLU 1)

19898 15487

Netagsets valuwat Iaimiagy 3,
lncdtne distribition of profits 1R GH 101235
et previctg venyk divitded T T25

10143 b
[hivea investmant reso
— Privie B8 8.2
Ierehiveiol investivent ekl
w Revalusiionh el | 153

Exchange rate differences/

ol e InavEmeis A 212 S.60
~ Eifect of stovk dividoend {180 (LK0)
Neot assels value s December 3.

Befoe disteibinion of prolits 1 10).80 108.65
lzes: (propostd ) cosh dividend 725 725
Ned sssels value at Decanber 31

ner ol (proposed | cash dividend 10AGa 10143

Lagresiy amd debt Hoancing

Wereldhave aims to  maintain sound balance
sheel ratios 10 enable it 10 raise finance quickly
for future investments and to Hmit its sensitivity fo
possible rises in interest rates. Holdwers of over 500
of the outstanding share capital opted for bonus
shares rather than cash in respect of the 1997
dividend. This led to the issue of 461371 new
shares to bring the tofal nomber in issve ta
16,956,745,

Positive property rewvaluations and unfavaurable
currency movements held each other in close
balance in 1998. Cystency movements especially
the loss in value of the pound Sterling (6.5%) and
the S Dollar (6.5%), depressed sharehalders
equity by NLG 46.0 min. Property revaluations
and other mavemenis in balance sheel tems
hoasted shareholders' equity by NLG 50,8 min, the
best part of which arose from the profit on the
sale of 32.3% of CVA. Wereldhave Belgivim S.CA.
minus Belgian capital dains tax. At the end of
1998 shweholdors equity, net of the proposed

8

cash dividend, amounted ta NLG 1,765.0 min
In the beginning of 1998 longtern deli was
lowered to nearly NLG GOD min, to bhe mised to
NLG 689.7 min in December (1997 NLG 640.2
mln). During 1998 most new investiments were
financed from internal sources, In December new
debl finance was arranged 0 pound Sterling for
the purchase of an office complex i Warwick,
Shareholders' equity at yearend  represented
5.9 of tatal assels, as against 62.2% at the end
of 1997 Wereldhave considers this  financial
position sufficiently secure to permit fhe financiig
of new mvestiients and ongoing projects by debt.

As in the two previous years longtern lerest
rates Jell during the year inder review iu all the
countries i which Wereldbave nperates. Money-
market rates jn the Ewo zone converged to
Cerman levels, the officizl rate even 1o be set at
3% In December Inflation has remained very
modetate and inflation prospects are favourable
in view of the tremendous competifion on world
markets and the erisis in Asia. Against this
background we have continded to borrow at
vatigble rates, certainly duying the construction
phase of developmenis. At the end of 1998 406%
of bowowings cartied a variable interest rare
(1907 45%). Should movements i interest rates
s0 indicate the Company will avail itselt of rate-
fixing faciliies in loan covenants and other
oppartuniities for consalidating interest payments,
The average interest rale on all horrowings
amounted to 6,9% at the end of the year (1997
G.9%) The unchanged average rate resulled from
the fact that twa loans in pounds Sterling at high
interest rates weighed more beavily on a lower
amount of total borrowings. During 1998
Wereldhave repurchased GBF 5.5 min of these
ivans through a public offer. lotal net inferest
charges were substantially lower than in 1997
following loan repayments and interest eamed
fram temporary liquidity holdings, We aim for a
balanced spread of maturity over the medium
term with due regard for the flexibility required
foor investments and sales.
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Wereldhayve's currency hedging policy is intended
o be simple and understandable for share-
helders. vestments in EMU-<correncies are not
hedged. As a standard guideline 50% aof the
currency risk on the national portfolios in US
Dollarg and pounds Sterling is hedged. Depending
on market circomstances and considerations of
Hlexibility the percentage hedged can be radsed
or lowered by a maximum of 20% to yiekd a
hedging range of 30% -70%. The Hungarian Forint
s eurrently left unhedged in view of the limited
exposure and the cumency’s limited convertbility
Crrreney hedging takes place through borrowing
in local curreney and the use of other financial
sl e menis.

s boiaad goislie gy

Wereldhave acknowledges the preference of cer
tain shareholders for a taxfree distribution of
lronus shares, The dividend distribution however
s largely determined by (he tax legislation
goverfiing  lnvestment  Institutions, In prineiple
there s an obligation to disiibute a cash divi-
et ot least equal to the profit as caleolated for
ax purposes. As o 1997 i the year under roview
there js o distnbution requirement. An optional
dividend will therefore be proposed to the Annual
Ceneral Meeting of Shareholders in the form
either of a cash dividend of NLG 7.25 or at the
shareholders choice, a combination of a cash
dividend plus a taefree dividend in the forn of
bonus shares to be charged o e lax-oxemipt
share premivin reserve. The latter cash paymon
and the distribution rate for the associated bonus
shares will be amnounced on March 18, 1909,

Wereldhave has a target of 7T385% of commercial
profits to be distributed as dividend, provided of
course that the legal distribution requirement is
met, This target pay-out percentage is intended to
be attained gradually by letting the dividend grow
less rapidly than profits. The proposed dividene of
NLG 1233 min for 1998 implies that a pay-out
ratio of 86.5% has aleady been reached given the
profit of NLG M2.6 min, The background to rhis
pay-oul policy lies in the need to make wegular
investments in property to maintain its  cash
generating capacity (see also the section entitiecd

Portolio renewal ). very year investments
needed to keep buildings competitive 1f the full
commercial profit were 1o be distributed without
making provision for these investments, no funds
would be available for these essenfial outlays,
If they were to be funded by new borowings
or isstes of new shares, profits per share would
eventually come under prassure. Wereldhave (s
thevefore of the opinion that part of comnumercial
profits should be applied towards these invest
muents. This pavout pelicy will have a positive
effect on the development of profit per shire,

Siomh acorde | puet for psao e

After outperforming the Kempen Property Rein-
vestrment Index (AKX} for several wvears in
succession. in 1998 Wereldhave shares booked o
stock markel performance of <1 13% The fotal
return was 16.2% below the AKX AL the end of the
year Wereldhave shares camied a price/earmnings
ratio of 12.0. Average daily twnover amounted o
36,000 shares.

The price/earmings ratios (P/E) were as follows:

E * Pt

e BLIRDY (% MG () -
1998 1998 1998 1997 1996
s lighest aal 125,04 | 2850 FORLIKD
1A e w15 BIE URwe S7E0
T80 closing R h | b D 2% A0 LRS00

“ 0l the YIS salcadition s gt prer shane ane bastl on thie avisrige
Cb e o st i s

With the exception of Stichting tot het houden van
Preferente en Prioriteitsaandelen B Wereldhave
(Foundation for the holding of Wereldhave prefer
ernce shares and B prioty shares) which hasa hol-
ding of well over 7%, Wereldhave does not know of
any sharetiolder with an interest of 5% or moere in
the Company s share capital,

)|




Leonoinie and finaneial deyelopimdns

The Hnanwatl and economic orisis spread during
T908 o affect not only Asia but Russia and
South America. In the second hall of 1998 this
Jedl (o o slackening in economic growth in the
Linited States and Suope. Although the jate of eco-
HOMIC wiowth fell in these regions, wiemployiment
cantinued to drop Ty Japan however the econormic
contraction led to o vise i unemployment, The cur-
rent account dencir of the United States widened,
while the balange of paymens surplises of Europe
and Japan incressed, At some hiture date this
imbalance will have lo he redressed bul there was
certainly na move in this direction in the first hall
of 1998 as both the US-Dollar and the pound
Sterling strengthened, peaking in April These cu-
rency movemenis are the resull of unexpeciedly
favourable intlation ligures which widened the
margil hetweey) real interest vales in the Usited
States andd the United Kingdom and in Exrope
It had heen expecred thal any further fall i uuem-
ployment with a consequent tightening ol the
labour market and faster growth in wage mates
wauld leacl to a rise in inflation in the Western £co-
nomiles, This expectation proved 1o he false in
1898, Tnflation fell especially in the Unitacl States
and the United Kingdam as a result of factois

such as labouy productivity falling import prices

and lower budget deficits, As inflation rerbained
unexpectedly low, seope arose for reductions in
official interest rates in the United States and
Eurdpe. No such reductions took place in the first
halt of 1998,

In midwear the economic ciisis in Russia stared
a petiod of dieal uncertainly oir the financial
markets. In August a large American hedge fund
gol intw difficulties. The forced disposals which
ensued induced a worldwide wave of sales
pressure oil the securities and curency markets,
lawering prices by 30% in a short period of time.
lir (his peripd the pound Sterling and the US-
Dallay lost 107 of thelr value. The Federal Bank of
America considerad ilsell obliged ta organise a
safety net and lowered interest yates to reverse
flie bearish sentiment on the equily markets
Mt some delay these measures werg snccessiul,
Slire prfces ecovered i1 Qctuber aid November

10

Early December the European banls akso deaded
1o lower interedt rates to facilitate the introduction
of the Ewo. The Jowey Eurapean interest rates led
o & lower Mmtaduetion price of the Egio, It is
expected that the ECBE will hold nominal official
rates low for the time being in 1999, At the end of
1998 rising real intevest rates led to an appre
ciation in the value of the ven. As economie
avowth abates and financial mmket disturbances
mulliply, the tension between interestyate policy
(inflation policy) and carreney policy (amployiment
policyy presumably will intensify

Partfolio yenewal

The peak of the economic cycle is a prapitious
periad to consider renewing the portfolic. The pro-
peity markels in various countries have developed
favourably, The demand for accortmodation has
increased, vacancy fates have fallen and interest
rates are low Liberalisation and globalisation mean
thal corporations are faced with increasing coimpe-
tition for customers. The andval of the Euro will
winforce this trenid as it will yake it more difficult
to pass an cost increases in Higher prices fo const
ers. Companles are attempting t6 salve fhis pio-
blern by raising efficiency by improving their com-
miurications ard by applving the most recent teeh-
nology The resull will be & more dynamic private
sectorn

Mergers, restyuctining ana warkiplace relocations,
all targeted 4l achieving economies of scale,
are everyday evenls. iy addition there & move
ment towards concentralion within companies,
Uinrelated activities are being sold, specialist work
s being outsourced and specific expertise
boughtin as companies concentrate on thelr core
activities. Increasing compefition i1s  forcing
comparies to speed up both their internal and

external communication processes, ifl some cases

by setting up temporary project oyganisations In
large corpovations whole layers of the manage-
ment hierarchy have been scrapped, Ar the same
lime there has been an increase in the number of
parttime employees and a reduction in the

average woarking week, These developments are

causing  companies to change demands an
aceamimodation, There is a  growing  Diterest




i efficient and tlexible modern office buildings,
There |5 alsa an increasing demand for environ-
mentally fricndly buildings. This has been induced
ly the desire ta improve working conditions and
achieve environmentally efficient operating po-
cesses rather than to eeonomise on energy costs
since energy prices are low anyway.

Existing buildings can often only meet changes m
lenants requirements al inordinate cost if at all
This has led to companios being mareasingly ready
o relocate, moving o older, relatively ooy
[oeated butldings to flexible, accossible modern
accommodation. This tend s expected W cope
e, The unexpectedly strong growth in demand
has led o a sharp fall i vacavey levels over the
last bwo vears so that less attractive buildings can
currently be readily let In the somewhat longe
ferm the supply can be expected to become more
abundant. leading to increased competition o
lettings, This will threaten buildings which no lon-
ger meet tenants’ changing demands with rising
vacancies

The preference lor modein eflicient buildings
leads to the aceelerated functional obsolescence
of property; this can make Buildings built en years
ago seem out of date. Development projects can
affer something extra to altract enants and so
these projects are less nffected by the competition
for lettings. This is most clearly seen in the United
States where the competition between developers
is generally livelier than in Europe. Land prices are,
on wverage, lower than in Europe and the authori
ties are less restrictve. Subseguently many inoo-
yations i property such as factory outlets, urban
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entertaimment centres and business parks origing
tedd in the United States

The forecast of a rise in construction activity in
the longer term is based in part on the coreent
low levels of interest rates and inflation Low
infkdion confrants property companies with both
incrensing supply and low ental mdexatian rates,
This means that when inflalion is low property
vompanies must pay extra attention to the wedge
Dolween gross and nel renfal corne. Gross ancd
net rental income m the profit and loss aceount s
formed by ental ncome minus operating costs
sUch as mintenanee, lettng expenses. landlonds
service costs, faxes and nsuranee. In calcolating
e pmate of etwn, one should also allow  for
vacancies and take account af depreciation, items
which impact cash flow only when vacancies Lil
pertal income or renovation takes place,

This integrated approach s based on the need o
invest regularly In property to preserve its cash
generating capacity. Such investments also im-
prove the chances of securing @ stable cash flow
aver the longer terim, American ahalysts alieady
incorporate a normalised annual figure for invest
ments which ought to have been caried out
when  they analyse property companies: The
figures involved vary from one class of praperty to
aother The figures for office  buildings, for
instance, are higher than for shapping centres,



Portfolio renewal and product renovation thus
offer a number of significant advantages. The
renewal of the portfolio with products more
closely meeting the users requirements and
which canse no environmental damage reduces
maintenance and renovation costs, limits in-
come losses from vacancies and boosts the
prapertys liquidity. Development and redevelop-
ment are the instruments whereby Wereldhave
adapts its property portfolio to match the
dynamism of its tenants. Remewal is a time-
consuming and continuous process of purchase,
renovation and sale of properties, but especially of
productinnovation.

Investnenils

Ceneral

The following table shows the compesition of
the Company’s investment property portfolio and
the distribution of the investments for the period
1994 - 1998,

1998 1997 1996 1995 1994
Distribution
of investment
properties (%)
Shiops 36 1 2 1 A7
Officios 30 I 19 o] 55
Other cammercial 14 14 8 ¥ ]
Geographical distribution
of investments (%)
Belgium 14 19 18 19 17
Germany = 3 3 1 il
France 17 13 12 12 13
Hungary <l <l <l <1 <l
The Netherlands 23 26 i 3| = | 2
Spain 1 2 2 3 3
United Kingdom P 25 31 25 26
Uinited States I8 11 12 12 14
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The share of office property in the portfolio rose
in 1998 to 50%. whereas the shares of retail
property fell to 36% and the share of other
cammercial property rose to 14%. as a result
af the addition to the portfolio of — in balance —
3 office buildings and the sale of 32.3% of the
shares of C.VA. Wereldhave Belgium S.CA. The
geographical distribution now shows an increased
share in the United States,

During 1998 Wereldhave has acquired properties
in Belgium, France, the Netherlands. the United
Kingdom and the United States, Acquisitions
of investment properties (NLG 2833 min) and
development projects (NLG 3264 min, in-
cluding NLG 234.1 min investment obligations)
amounted to NLG 609.7 min. Sales amounting to
NLG 2832 min occurred in Germany, Belgium,
France, the Netherlands and Spain. The disposal of
the Frankfurt 21 Taunusanlage property marks our
complete withdrawal from the German market.
Investment in improvements and additions to the
portiolio amounted to NLG 93.7 min. There was a
net upward adjustment to the value of the
investment properties of 1.9% in lecal currencies.
The portfolios in all countries underwent positive
revaluations. At the end of the year investment
properties had a total value of NLG 2.539.6 min
measuted in local currency. The average occu-
pancy rate in 1998 was U3.2%.




Distribution of investment properties

1988 1997 1996 19956 1994

Shops B QOffices & Other

Sales procveeds and sales prolil THRS- 1595

Over the past ten years properties to the value of
NLG 2,110.6 min (investment and trading proper
ties) have been sold, an average of approximately
8% per annum,

Net proceeds
(> NLG | wiln)

Nether- Bel France Ger- Spain UK. US. Total
lands  gium many

Ta8e 972 267 - - - 987 18D W25
ESHT [ RY) = - - Ta.1 137.0
15411 16,2 - - - - TS - 1241
1992 5005 = 174 - ~ 25l - 18840
14984 675 Th.G6 - WTA - 444 - B3R5
1984 104 - - - -~ ‘804 - 0.7
195 1.7 = 193 = - 2 = 462
G 834 350 - - - 105 - 1298
1907 15 o - - 90 350 1111 4556

1948 LT 1884 5.0 68 205 - - 22

;Y W2 1017 2080 205 B3 1300 206G

As the table shows in the overwhelming majority of
cases the sales proceeds exceeded the book value
at the end of the previous year. Currency maove-
ments have been eliminated.

Net proceeds
{as o ' of book value )

Nether-  Bel France Ger- Spain UK. US. Total
lands gium mainy

1984 it 13 - - - W M 122
10600 105 - - E - 118 - iy
1991 L6 - - s - 100
14992 112 - 102 - - e - 1M
19803 (RH] on - 14 12 - 103
1496 103 - - - a2 - 102
1005 5 - i - S ! - b
161496 106 106 — = ~ 7 - J1
1847 121 10 - [ G 15 |2
19495 116 1 1 | i - - 110
average 103 14 11 100 a7 14 s 07

Geographical distribution of investments (in %)
1998

13



The key economic figures in the foliowing national
rarket reviews have been drawn from the
December 1998 edition of the OEDC publication
“Eeonomic Outlook’. The revaluation figures have
bewsn calculated in local curreneies. The occupan-
¢y vate is defined ag dgross rental income (assu-
ming zero vacancies) minug rental losses due to
voids, expressed as a percentage of Qross rental
HCome.

Helgiben

1H98 19457
Eeonumic growily 24 3
[aflation 1.3 14
Growih in privaly consumphion 24 =1
Crrowth in emplovives 14 0
Lneniplovnment iate S 127

In 1998 gross takewp of offices in greater Brussels
amounted to approximately 500,000 m?, a fall of
150,000 m* from the figure for the previous year
when the European Community entererd into a
number of lage leases but well above the figie of
430,000 m* recorded in 1995 and 1996, The corpo-
rate sector has a strong preference oy weadily
accessible modem offices in green city hringes.
Woluwe, Waterloo and Vilvoorde are popular loca-
tions. The favourable figures for gross lettings have
not prevented an increase in unlet office space
from avey 700,000 m to 760,000 m?, This indicates a
significant volume of transactions, accounted for
by firms changing their accommeodation, The avera-
ge vacancy rate in Brussels is curently 7.5%.
Around 6% irr the Quartier du Nord and Quartier
Leopold is unlet, There are almost no office vacan-
cies on the periphery Al the end of 1998 there was
around 300,000 ¢ of office space under canstruc-
tion, divided evenly hetween the city centre and its
fringes. It is t0 be expected that the low level of
vacancies on the periphery will encourage further
development activity There has been a slight incre-
ase during 1998 in market rentals for first-class
modern office buildings from BEF 8250 1o BEF
8500 per ' per year, Unrenovated oldey huildings
ave Increastgly difficult 1o let. i
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Consumer expenditure was at a high level in 1998,
Most retail outlets were able to profit. Shopping
centres, with their inultitude of lagilitics and wide
choice of shops continued to be well patronised,
Market rents bave been stable bul imodest rental
incredses have been noted on the branster or rene-
wal of lease contracls,

1998 can be characterised as the year of the pro-
party hevaks, aight of which are now quoted on the
Rrussels Stock Exchange. The larges! properfy hians-
actions involved the acquisifion of property by
hevaks in exchange for new shaes. Wereldhave's
Belgian properties and local managenient organi-
sation were incorporated in 1998 in a bevak, C.VA
Wereldhave Belgium S.CA., which was infroduced
on the Forward Marke: of the Brussels Stock
Exchange on June 18. The first shares exchanged
hands for BEF 2,250. Wereldhave Belgium made
iwo puichases i 1998, A piece of land was acqui-
red it Nivelles for the further expansion of
Wereldhave's shopping centre. Initial invesunents
were made in the construction of twa office buil-
dings in Vilvoorde with a total floor space of
approximately 10,000 m* The project will ultimately
involve four office buildings for a total of approx.
22,000 m* The dite was acgived in December 1998
The Joseph 11 building in Brossels was completed
i January 1999, Discussions on Tettings are being
held with several intevested parties. No propertics
were salel in 1998, other than the sale of 32.3% of
C VA Wereldhave Belgium S.C.A

The occupancy rate of the CVA Wereldhave
Belgivm S.CA portloliac amounted to 97.3%. The
value of the portfolio rose by 23%_ Al the end af
1998 Wereldhave's shawe in C.VA. Wereldhave
Belgitmn S.C.A% property portlolio was valved af
NLG 377.3 mln.
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The demand for office space in Pars increased to

jast under 2 million m* during the year under

review: Not only is economic growth accelerating
but the infoduction of the Furo is inducing
mergers  amd  reorgansations in the  corporate
sector. Telecommunications and computing are the
sectors  experiencing the strongest growth in
employment and have a preference for the western
part of the city which is easily accessible by public
transpoit. Companies arve also  attermpting o
improve  productivity by concentrating  thelr
activities on o single site, This has stinulated the
demand for large modern office  buildings. In
addition theee is a strong demand for the most
modern  office space. The  availability of sueh
buildings fell sharply in 1998, During the period
1992-1997 the vacancy rate of around 10%
discouraged new construction activity The vacancy
rate in the centre of Parls and the Western rim of
the city has now dropped to 4.5%. Elsewhere thero
has been scarcely any improvement,
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The retail market continues to be strang, One of the
explanations is the eflect of the Raffarin-law which
restricts the development of new shopping space
As a result retail ¢hains are engaging in lively com-
potition for the available retall locations. Rentals oy
the muost sought-after sites are vising, Shops on such
siles have experienced growtli in turnover, Sales
growth al Wereldhaves Parinor shopping centre
evern rose by 8.

The lqguidity of French property has boon gaised
substanitially by a reduction i stamyp duty to a fHal
450 rate from 18.2% for office bulldings and 7.5'%
for residential property During 1998 Wereldhave
commenced the construetion of a retail aod
leisure complex in Dunkitk and the 20,000 m*
office building ot Kleher at Levallois-Povret (i U
Western parl of Paris). Both projects are due for
completion duving the last quarter of 1999, The
building at 83, Quai de Dion Bouton, Paris was sold
in March 1998 for a price equal o the book value
at the end of 1997,

The ovcupancy rate of the French porttolio was
95 9% After a positive 2 1% revaluation the value af
the porttolio amounted o NLG 4715 min al the
engl of THH8
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Vacancies on the Budapest office market have
fallen rapidly from a 15% rale two years ago to
8% currently. This unexpectedly swift drop is
the result of the reduction in new huilding activity
Less new office space was added to the existing
stock in 1998 than in previnus years. Investors in
emerging  markets are  increasingly cautious.
Arauncd 60,000 w* uf office space s let annually
The vapid growth of the Hungartan economy (over

1%




31 Rinthierfordwe, Uecht

3% in 1998) is expected to engender a sharp -
crease in the demand for office accommodation.
The reduction in the vacancy rate has until now
had little effect on market vents in the centre of
Budapest which still vary from DEM 35 to DEM 40
per m- per month, The reason is that the centre of
Budapest is difficult to reach by car and lacks par-
king. Many companies are therefore moving to the
outskirts where rents are lower. Older buildings in
the centre are becoming available for Hungarian
companies which are unable to pay high rents for
new buildings and whose stalf by and larde travel
by public transport. The office parks being develo-
ped on the edge of the city will provide future
accommaodation tor Western computer and fteles
communication comparies. [l is expected thal the
old office buildings in the centre will eventually be
converted to luxury flats.

The oceupancy rate of the Hungarian portfolio was

95%. After a positive 0.5% revaluation the value
amounted to NLGB.7 min at December 31, 1998,
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Employment expanded strongly in both 1997 and
1998 leading to a considerable increase in the
number of lettings. Vacancy levels have fallen
since 1994, The relatively low level of rents in
the Netherlands meant that the expected retum
an new construction activity during the  period
1993-1996 was poor. During the last two years the
increase in demand and the low vacancy rales
have resulted in substantial increases in rents.
Office market conditions in Amsterdan  and
Utrecht are especially tight. Rents in these cities
rose by 15% in 1998, Newly-built properties have
in many cases experienced even steeper in-
creases.

The growth in office employment has been
most in evidence in the telecommunication and
information technology industries and in cor
porate services. Firms in these sectars are looking
for efficient offices on sites offering enough
parking spaces and readily accessibility by road
and public transport. Good new locations meeting
these requirements are scarce and companies
have been willing to move to such sites anywhere
in the Randstad proper or aleong its perimeter,
leaving older office buildings in less attractive
locations empty in thelr wake Within the lage



cities offices ave becoming increasingly clustered
around  points where public  tansport  roubes
converge. Higher rents and low interest rales are
forecast to lead to an upsuge in constrction
activity in the coming vears with an unfavourable
effect on occupancy rates. In this case only
efhicient affices in good locations will be let with
PASe,

The Dutch retail market has had a good year
Turnaver in the non-food sector has grown strongly
This is beneficial for the larger shopping centres
and city-centre shops selling fashionable clothes
and related items. The dearth of parking spaces in
city-=centres is an important stimulus for the devel
opment of large retail outlets on peripheral sites
and Iras led to increased concentration in the shap
market. The conversion of office space to residen-
tial use has increased the pressure on parking
spaces in the cily centre, The growth in eating and
drinking establishments and entertainment facili-
ties in the inneecities has increased the average
parking time and consequently the demand for
parking spaces,

I January 1998 a site was acquired in Delft fo
the canstruction of a 2,000 m’ office building
which is new fully let, Work has begun on the
addition of approximately 3,000 m* to shopping
centre. Winkelhof in Leiderdorp, The redevelop-
ment of the Ypenburg industrial estate in Rijswijk
to provide a multidenant complex for mixed
commercial use is proceeding according to plan.
Some obsolescent sections have heen replaced by
new buildings and the existing sections have
been redivided and altered. Once the curent
lease on the Bogaard Centre in Rijgwijk runs out
in September 1999 part of this office building
will be renovated and pant will be converted to
resiclential nse. No properties were sald i 1994
with the exception of a number of flats in Pak
Boswijk in Doorn,

The occupancy rate of the Duteh portlolio was
93.2%. After i pasitive revaluation of 0.8% the value
of the portfolio amounted to NLG 641.7 min.
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A record amoun! ol oflice space was let on the
Madrid market in 1998 500,000 m* as against
400,000 m* in 1997 and 300,000 m* in 199G, Lettings
also increased in Barcelona in 1998, The growth in
demand was not met by an increase in supply
Persistently high vacancy levels and falling market
rents in the period 1992-1996 discourage develuj-
ment activity in the recenl past. Only 85,000 m®
came on to the market in Madrid and only
50,000 m* in Barcelona, As a result office vacaney
levels are now falling and have reached around
5% in both Madrid and Barcelona, Only on the
outskirts is the vacancy rate substantially higher.
The lack of suitable office space in the city centre
malkes firms more willing to settle for less presti-
gious locations on the periphery: These new office
locations are gaining popularity, Citycentre rental

2 e el bl Mad i,



levels in Madrid aud Barcelona increased by
approx. 15% m 1998 Tenas now pay ESB 2,500 -
3,000 per m* per month in central Madrid and ESB
2300 - 2500 in central Barcelona. Weliditted new
olfice buildings in office parks on the edge of the
cities have seen the most kapid ihcrease in rents,
Mare construction can be expected on these sites
over the longer term_As was the case in the 1980%
new office developments ale being held back by
the exceedingly bigh prices demanded for con-
struclion sites,

Spain’s rapid ecopomic growth is reflected in the
strong growth of consumer expenditure. Sales
growth is going hand n hand with higher retail
rents. Rurther growth is expected in the supply ol
retail space. Large etail chains are shaowing intense
interest in the Spanish market.

The acceleration in economic growth is leading to
a stronger market for industrial property. Firms are
increasingly attracted to new industrial buildings
on modern industial estates. Investors are still very
interested in older industrial propertios because of
their relatively high initial yields,

Wereldhave sold the office building al Rambla de
Catalunya 2« 4 In Bareelona in October fora price
af 4% helow the book value al the end of 1997,
We expect 1o acd (o our Spanish postiolic in 1599,
The occupancy rate was 91.1% in 1998, At the end
of the year the partfolio was valued at NLG 31.9
min, afteran upward revaluation of 12.8%.
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The consensus apiion is that the office market
peaked in 1998, Letting activity did increase slightly
in 1998 hul slackening economic growth is begin-
ning ta affect demand, Uncertainty on the financial
markets is making firancial institutions more cau-
tious in taking on new commitments. The vacancy
rate in Central Landon fell once more in [958 10
about (%, a figure which holds ki the City, Holbom
and the West End too. There lias been a remarkably
steep yeduction In vacancies in the Docklands
fromn 153% to approx. 7%. In Canary Whatf, where
the best offices are located, almost all lhe office
space hag been let and fent increages have been
higher than anywhere else, Outside Central London
there was also an increase in the demand for
office space and in rents, The higher rental levels
in and around London are leading companies o
louk for chieaper accammodation elsewhere
Qune important requirement which locations out-
side London must satisfy is a high level of acces-
sibility.

Conditions on the British retail property markel are
mixed, High interest rates have jesticted lhe
arowth in consumer expenditure and forced up
the value of the pound against Enropean curren
cies. This has damaged tousism and is hurting hurn-
over in shops, hotels and eating and drinking
establishments. Competition between retail chains
for prime locations continues to intensify. Shop
rents for large outlets in the main shopping
streets and in large shopping centres again rose to
new records. Large-sscale retall outlets are usually
located on the outskirts of the large cilies, are
easily accessibile by car and provide sufficient
parking spaces, These outlets have enjoyed a rapid
rise in turnover. Recently the autharities have inte-




Office complex
Technology Park, Warwick

L0 Pavillion Drive. Northainpton

i)




duced measures o restriel the growth ol such
outa-own shopping, This will benefil those 1main
shopping streets which are readily accessible and
Have abuncdant parking space.

There has been a gradual recovery in the marke
fon commercial property as can be seen o the
falling vacancy levels. This is surprising since
demand is fairly weak given the slackening in the
rate of economic growth. The fall in the vacancy
rate can be explained mainly by the low level of
new building activity which currently amounts to
0% of the volume coming on to the maiket ten
yvears ago, As nominal interest rates have fallen
investors have shown more interest in industrial
Property.

In September 1998 Wereldhave purchased a
fully-let office building of approx, 11,000 m* in
Northamptorn. In Falkestone Wereldhave acouired
number of huildings which will be incarporated in
Bouverie Place, the scheme for the redeyvelopment
of the city centre. In December 1998 a high-quality
office complex was purchased at Warwick, near
Birmingham, The complex, which was bullt in 1002
and has o lettable area of approximately 21 800 m-,
is fully let, A small building was also acquired in
Truro,

The occupancy ke o the pottfolio amounted
ey O7.2% and the value as of December 31,
1998 after an upward revaluation of 1.7% was
NLG 757.5 miln.
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The continoing economic expansion in America
has been accompanied by a growing demand for
office space. This had led to a diop in vacancy
levels to below 10% both in the large cities and in
suburban markets. Strong growth in construction
activity in the suburbs has now led to a slight rever-
sal in the falling vacancy trend. Up till now httle
construction activity is in evidence in the centres
af the large cities and so vacancies there awe
still dropping, Market rates for offices in thwe
United States rose by an average of 15% in 1998,
Increases have been most rapid in those areas
where employment growth has been stiong aind
construction activity weak. In the North and West
of the country official policy on development s
relatively restrictive and this has curtailed the




growth in supply which is raising rental levels and
impeding the expansion of employment, Only the
attractive Western cities have been able o com-
bine relatively high rental levels with strong growth
in employment. In the South, where there are lew
building restrictions, rents are relatively low. Low
accommadation costs, low taxes and living cosls
attract new employers and new jobs, This leads 1o
highly dynamic property markets. The uncertainties
on the financial markets has made it more difficult
tor developers and quoted property investrent
funds (REITs) to secure credil. This caused a fall in
the amount of new building starts at the end of
1998,

Consumers expenditure grow more mapidly than
torecast during the year under review. This has
made it a good year f[or retailers although
sales per square meter increased only maodestly
because of the expansion in the supply of
shopping  space.  Competition  between  shop
keepers in this phase of the business cyele has
continued (o be fierce There is a still considerable
growth in largescale retail outlets selling a wide
selection of goods at cheap prices, Large innerscity
shops and large shopping centres are attempting
o counter this increasing competition by placing
more emphasis on branded goods, layout and
entertainment. Smaller local shopping centres
riain attraction is that they reduce travelling time
for the consumer,

The vacancy rate for industrial praperty rose from
™% 10 7.5% in 1998, During the period 1992-1997
there had been a drop from 11% to 7%. lf the rate of
econoimic growth lessens further vacanvies are
expected to continue to rise. Industrial property
can be constructed quickly and so new building
activity reacts quickly to changes in demand. The
rise 10 vacancies is atfributable in part to the arval
on the market of attractive new properties i the
form of flex space’ The residential market 15 stable
with new construction activity more or less i line
with the growth of deand.
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In May 1998 Wereldbave bought a 9.800 nr offiee
building in Pitsburgh and another of 10,300 m in
Livonia (Michigan). i Septembey a 10,000 " offi
ce building was acquired in Dallas, In addition sites
were purchased for the construction of offices in
Austin (3), Pittsburgh (2) and Washington (2). Lant
wits purchased in Dallas for the building of 525 flats.
In all these cases the proposed land use is already
permitted under the existing planming provisions,
Work has already begun on the construction of (the
three offices in Austin. Completion is plamned for
[he tinal quarter of 1999, In the fourth quarter of
1908 the last stage of Arboretum a project compri-
sing 525 flats in Richmond was completed, Letting
is proceeding according to expectations.

In Qctaber 1998 thiee oflice buildings were acqui-
sed in Dallas, Texas: there are two 7,400 m* bink
dings and one of 10,700 m", The buildings were
completed ecently The two 7400 m- buildings are
by now fully let and negotiations are under way on
letting the third building. The occupancy rate in the
portiolio amounted ta 87.5'. At the end of the year
the partfalio was valued at NLG 506.2 mln, after an
upward revaluation of (1,24,




| ir@renilam leas mngl sl

HIUTTURL

Wereldhave enploved an average of 100 staff in
1908 (1897, 105), 61 (1997.63) of wham weorked in
the loval managernent otfices, During the year
under review  particular attention was  paid o
the documentation of all the job positions within
the organisation and the detevmining of the job
qualification criteria and of staff  assessment
methadology In view of the many changes in the
property industry stafl training will be a major
pricrity e 1999, We ook forward with every confi-
dence to this training and should like to take this
ppportonity o thank our statt for their hard work
and commmitment,

L g

Weveldhave adopted the Euro on January 1, 1988,
The central information system for the tinancial
admimistration has been comverted successfully
This rrieans that both the iotermal and the external
information  How such as imterim  and  annal
reports is i Enro Tenants can choose o he billed
m their local cureney or in Bura, Currency hed-
ging policy has been adapted 1o take avcount of
the disappearanice of carrency fisks in investing in
the European Monetary Union (see 'Clotencies
nncer Financial Review' ),

8 VIR T Ty

Wereldhave Is confident that the millenainm ehan
g will pose no difficuliies for (he central informa
tion systen. The systern is based on mainframe and
database techpology The provider of (he system
has declared i writing that it will comtinue ta per-
form in the next century All data fields i the sys-
tern have four positions for the yvear In Novemlwer
tests on parts of the system have beern carried out
with lanuary 12000 as test date and have proved
(hat (he eritical parts of the system can cope with
the advent of another centiry 1n the fivst quarter of
1999 an extensive test will be run on the eomplete
systemn, Sirnilar tests have been Camed out on the
PChardware in use within the company and these
[tave shiown this hardware to be millenninmproot

Petential visks aaching to the buildings have been
listed, Suppliers of services amd products such as

a2

lifts, fire prevemion and heating equipment haye
been asked to povide a ‘millenmium guarantee’,
IF necessary remedial mensures will be taken,

Praapocts

Lanaimnl

Feonamic prospects fur the curreal year are mod-
erately favourable, Although (he problems in (he
emerging ceonomies have stll ot been solved
they ure not expected o push Europe and the
lnited States into reeession. World teade will conti-
nae o grow only slowly o 1990 and this will
depress growth i the Western economies, This, in
e, means (hat companies will be more cautious
in making iovestments. Dudng 1998 the growth in
investment and in consumor expenditure was a
sufficiently strong compensatory force to maintain
the muomentum of ecotomic growth in Europe and
the United States, This will be a less powertul factor
i 1999 and so the rate of economic growth will
glip to 1 to 2% The fast pace of technological
progress offers wide possibilities for new invest-
Tt

Lower interest rates can help o maintain ex-
penditures in the short term, In the longer term
growth in expenditure is conditional on con-
linuing improvements  in - labowr  produchvity
The growth i infermation technology and tele-
communication is accompanied by an expansion
in the services sector ant a consequent increase
in office-based jubs This effect is most clearly
vigible in @ number ot large American cities.
The firsst sporadic signs of this development are
alresdly in evidence in Europe,

Pl

Wereldhaves policy is guided hy the profit per
shire. Higher profits are to be achteved through «
steady rejuvenation of the partiolio. The Campary
fulfils an active role mn this process, nof so much as
a purchaser of properties but as an aclive partici-
pant in commissioning new developrment projects.
In view of Wereldhaves integrated approach to
property the Company combines specific expertise
in the field of property management with insight
inta the wishes of users of property There s an
increasing demaied for efficient and fexible buil-




dings in which the concern for the longterm
environmental effects plays a leading role. Older
buildings can meet these changing requirements
only at a very high cost if at all. By regularly dispo-
sing of older buildings and adding new buildings
to the portfolio the annual costs of modernisation
can be reduced. Investments in development
projects under construction amounted to approxi-
mately NLG 458 min at yearend, providing an
expected return on equity based on current finan-
cing of at least 9%. In the course of 1999 four
projects in the United States, two in France, two in
the Netherlands and one in Belgium will be com-
pleted. A further expansion of the portfolio will
take place in all countries in which Wereldhave
currently operates, with the exception of Hungary.

Results 1999

In view of the economic prospects Wereldhave
expects to achieve an improvement in investment
results and a higher profit per share in 1999. The
property sales and investments in new projects
effected in 1998 will make an important contribu-
tion to this improvement in the results. The
development project, reaching completion in the
course of 1999 and the years thereafter will provide
a further boost to profit per share over the longer
term.

Board of Management Wereldhave N.V.

G.C.J Verwei
R.L.M.de Ruijter

The Hague, February 25, 1999
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Consolidated balance sheet at December 31, 1998
after proposed distribution of profits (x NLG | min)*

note 1998 1997

Assels
Investments
Property investments 1 2,797.8 2,403.0
Accounts receivable 2 84.1 215
Other assets 3 66.9 278.2

© 2,948.8 2,702.7
Liabilities
Shareholders’ equity 1,765.0 1.680.7
Provisions 1 38.8 15.2
Long-term debt
loans 5 682.0 630.6
other liabilities 6 p (A 9.6

689.7 640.2

Shortterm liabilities 7 455.3 336.6

2,988 27027

' See note T on page 31 and the proposed distribution of profits under'Other Information’ on page 37.




Consolidated profit and loss account for 1998

(% NLG I min)

note 1998 1997
Investment income
gross rental income 1 224.0 2311
operaling costs 1 . N8 A4 131
net rental income 1 187.2 188.0
Costs
interest costs 2 /. 348 & e
general costs 3 - 84 & 11.9
Jo 442 J B3
result before tax 143.0 136.2
taxes on corporate income ofs 0.4 v 02
Profit after tax 142.6 136.0
Movements in shareholders’ equity in 1998
(x NLG 1 min)
1998 1997
Direct investment result
= profit after tax 142.6 136.0
Indirect investment result
~ Mmovernents in reserves as a
result of differences in
valuations and exchange rates ./.  23.1 90.9
- other 279 04
48 91.3
Proposed dividend J4- 1233 4 1199
Dividend not paid out for
1997 resp. 1996 60.2 55.9
Increase
in shareholders’ equity 84.3 163.3
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Consolidated cash flow statement for 1998

(% NLG I min)

Cash flow from operational
activities

direct investiment result
movements in accounts
receivable

movements in other assets
movements in short-term
liabilities

moverments in provisions

Cash flow from
investment activities

investment in property
disposals of property
other movements in
revaluation reserve

Cash flow from
finance activities

new loans/redemptions
movements in other long-term
liabilities

dividend

other movements in
revaluation reserve

net cash flow
exchange rate differences

Decrease/increase in cash
and bank balances

1998
142.6
Jo 626
0.1
115.2
-,' 24.4
170.9
J. 703.4
289.9
28.2
/. 385.3
3.7
J. 1.9
Jf. 596
/. 03
11.9
J. 2025
Jd: RS

J. 2112

1997
136.0
178
0.6
51.7
0.6
206.7
184.1
1784
0.6
2949
2257
1.3
60.8
0.2
288.0
213.6
358
177.8




Nates 1o the secnamls

Consolidation

Companies which form a group with Wereldhave are
included in the consolidated annual accounts, Interests
of less than 1009 are consolidated on a proportional
basis. For that reason acquisitions and sales of interests
i1 group companies are incorporated as acquisitions and
sales of assets and liabilities. In 1998 this concerns of
sale of 3237 of the shares of C. VA Wereldhave Belgium
S.CAL Proportional consolidation provides a direct illus-
tration of the magnitude of Wereldhaves investments
and related assets, liabilines and results,

Foreign currencies

Balance sheet items are transioted into Duteh Guilders
al yearend rates of exchange, The results denominated
I foreign curréncies are comvetted gt period average
rites of exelange. Exchange vate differences are acs
courted for under the revaluation reserve.

The values of assets and labllities denominated i
foreign currencies have been converted to gutldors af
the following yearend rates of exchange:

1998 1997
100 BEF NLG 5463 NGO 5163
100 FRF 33.595 33 68
100 ESB 1.324 1,341
I DEM 1.12674 112705
100 HUF 0.862 1985
| GBEP 3.12381 3342
1 USD 1.88876 2019
Tax stat

Wereldhave NV, has the tax status of an Investment
Institwtion  in accordance with Article 28 ol the
Netherlands "Wet op de vennootschapsbelasting 1968
{Corparation Tax Act 1969). This means that no earpora-
tion tax is to be paid in the Netherlands, provided that
vertain eonditions are met. The main canditions con-
cern the requirement to distribute the taxable profit as
dividend and the restrictions with respect to financing
of investments with loans. There is no requirement to
imclude surpluses arising on disposal of investments, in
the taxable profit to be distributed.

Basis of valuation for assets and liabilities
General

Assets, liabilities and provisions are included at their
nominal value, except in those cases where a ditferent
basis of valuation is disclosed in the notes to the
accounts.

Investments
Investment moperties

Investment properties are valued at open merket value.
Open market value is based on markel rents less opera-
fing costa, The nel capitalisation factor and the present
value of the differences between market rent and cone
fracted rent, vacancies and investments needed in the
future are caleutated for each property to determine the
apen market value. Selling costs are deducted from (his
value,

Hall of the portiolio is valued at open market value by
independent external valuers on June 30 and the other
hall on December 31 al each vear The open market
value of those properties not appraised by external
valuers s subjected to internal valuation by the same
method. Differences against the previous valuations are
taken fo the revaluation reserve.

Dievelopitent properties

Development properties are valued at cost or ol esti-
mated market value if lower Development properies
transferred from investment properties are valued al gsti-
mated market value, Cost ineludes commitments for
vapital expenditure on works not yet undertaken as well
as the capitalised interest costs. After completion of the
(re)development the property is transferred to the cat-
egory of investment properties A property is nol con-
siclered 1o be a develapment property if the property
has been at least 75 per cenl let, or one year after (he
date of vertified practical completion of the develop-
ment. Differences against the previous valuations are
acecounted for in the revaluation reserve.




Provisions

Frovisions are created 1o meet possible future Habilities
or risks. The provision for contingent tax labilities repre-
sents the discounted value of contingent labilities to
taxation arising from differences between the valuation
for lax purpases, tlaking into aceount allowable tax los-
SEs.

Accounting policies for determining
results

Investment income
Ciross rental ineome

Gross reptal income is made up of rents charged o
tenants for the vear Service costs recoverable from
tenants are not included in either rental income nor in
operating costs,

Operating costs

These costs relate to operating costs attributable to the
vear,of which the main elements are:

— maintepance costs

property tax

INSUrance premivms

management costs and rent collection cosis

— service costs which cannot be charged to tepanes

~ letting expenses,

|

No pravision is made for depreciation on investiment
properties. Investmenl properties are valued at open
market value (see above under Investment properties)
in which allowance is made for technieal and econo-
mic obsolescence,

Interest costs

Interest costs comprise inferest attributable to the year
on loans, other lahilities, accotunts receivable and bank
balances and the differences in interest arising on the
conversion of financing arranged in foreign currencies.
Capitalised interest altributable to investments is de-
ducted from the balance of interest paid and interest
received.

24

General costs

General eosts are those attibutable to the year under
review, which relate 1o operational activities, The costs
which relate o asset management are deducted from
wtal general costs and charged to the indirect inyest
ment result,

Toves on comporate incorme

Under this heading are shown corporate tax and with-
holding tax related 1o the results from investments in
garoup companies in the year under review:

Movements in shareholders’ equity

The schedule of movements in shareholders” equity pre-
sents the direct and the indirect investment result anc
moverments on accounl of share issues and dividend.
The 1997 bonus issue resulted in retained cash divi-
dends in 1998,

The direct investment result includes the profit aftey tax
as stated in the profit and loss account and the current
year’s resulls comprised in the issue price of the shares.

The pringipal components of the indirect investment
resull are the movements in reserves as a resull of
differences against the previous vears valuations and
exchange rate differences. These movements include
valuation adiustments on investments, results on dis-
posals, movements in contingenl tax liabilities together
with exchange rate differences arising on forward cor
reney transactions and the conversion of results deno-
minafed in foreign currencies.

Valuation differences, exchange rate differences and
movements in contingent tax liabilities are accounted
for in the revaluation reserve.




Notes to the consolidated balance sheet at

December 31, 1998

(% NLG | min)

Property investments

Investment properties
Development properties

Investment properties

balance at January 1
exchange rate differences

purchases/expenditures
transferred from/to development properties

disposals

valuation adjustments

balance at December 31

To the amount of NLG 218 min properties have been charged by mortgage

Development properties

balance at January 1
exchange rate dilferences

purchases/expenditures
transferred to/from investment properties

disposals

revaluation

balance at December 31

1998 1997
2,339.6 2,303.5
458.2 99.5
2,797.8 2,403.0
2,303.5 2,464.7
S 517 154.2
2,245.8 2,6189
308.8 133.2

0.6 20
2,555.2 2.750.1
J. 2585 4784
2,296.7 2.271.7
429 318
2,339.6 23035
99.5 46,5

o/ . l -9 D ]
97.6 16.6
394.6 509

o 0.6 20
491.6 99.5

a-l . sl l‘ 2
160.2 99.5

t, 2-0 -
458.2 99.5
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1998 1997
Accounts receivable
debtors 9.6 9.3
prepaid costs 5.5 4.1
taxes recoverable - 5 0.2
other 67.9 79
84.1 21.5
Other assets
cash and bank balances 63.7 2749
office equipment and cars 3.2 o
66.9 278.2
Provisions
provisions for contingent tax liabilities 38.8 15.2

The provision for contingent tax liabilities has a nominal value of NLG 106 min and is

considered to be mainly of a long-term nature,

Loans
balance at January 1 630.6 8055
exchange rate differences . CE3 50.8
608.3 856.3
new loans/redemptions 73.7 175.2
682.0 681.1
less:short term loans - 50.5
balance at December 31 682.0 630.6
Redemption scheme:
1 to 2 year 154.2 100.0
210 5 year 183.2 3135
5 years or more 3446 2171
630.6
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Loans can be illustrated as follows:

Currency Distribution percentage
December 31
1998 1997
NLG 14.7 238
BEF 18.0 19.5
ESB - 25
GBP 40.5 318
UsDh 26.8 224
100.0 100.0

Other long-term liabilities

This item consists of tenants’ deposits.

Short-term liabilities

short-term portion long-term liabilities
dividend

taxes

fixed-term loans and overdrafts
investment obligations

creditors and other liabilities

Average interest rate

December 31

1998 1997
7.0 6.1
4.0 4.0

- 5.4

8.5 0.7
6.4 6.6
6.9 (.9
1998 1997
- 50.5
125.0 120.2
14.6 16.9
3.2 65.7
234.1 85
78.4 718
455.3 336,06

Dividend includes the sum needed to meet dividend obligations in respect of the financial
vear should all shareholders opt for a cash dividend.

Items not included in the balance sheet
In 1998 agreement was reached with third parties to sell property in 1999 to the value of

NLG 4.9 min.
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Notes to the consolidated profit and loss account

for 1998

= NLG I min)

Net rental income

The Netherlands
Belgium

France

Spain

Germany
Hungary

United Kingdom
United States

Offices
Shops
Other

Gross Net

rental income Operating costs rental income
1998 1997 1998 1997 1998 1997
68.7 67.2 7.5 9.2 61.2 58,0
30.5 35.5 1.3 23 29.2 33.2
22.5 24.8 24 4.6 20.1 21,2
3.4 1.1 0.6 22 28 1.9
1.1 37 0.2 0.3 0.9 34
1.5 L6 - 0.3 1.5 1.3
59.8 581 9.1 10.2 50.7 48.2
36.5 5.8 15.7 15.0 20.8 20.8
224.0 231.1 36.8 431 187.2 188.0
108.7 1144 24.2 28.0 845 86.4
80.3 84.1 8.6 11.0 .7 73.1
35.0 32.6 4.0 1.1 310 285
224.0 2311 36.8 13.1 187.2 188.0

Loss of rental income due to voids amounted (o 6.8% ol the theoretical rent (1997: 6.4%).
The thearetical rent is the sum of gross rental income and the loss of rent due to voids.

Interest costs

interest paic
interest received

less: capitalised interest

General costs

personnel

remuneration of Supervisory Board
external advisors’ and auditors’ fees

other

less: costs of asset management

1998 1997
474 18.9

‘j. 6.? »!a HA?
40.7 12.2

i 3 r 2%
34.8 399

6.1 88

0.3 0.3

1.9 20

4.1 16

124 15.7

¥ 2B J =
9.4 119




1 Other

Salaries amounted in total to NLG 12.5 min (1997: NLG 11.8 min), social security contribu-
tions to NLG L8 min (1997: NLG 2.1 min), and pension costs to NLG 1.9 min (1997 NLG 3.7
min). Of the total of NLG 16.2 min, NLG 5.3 min is included in general costs (personnel),
NLG 9.8 min in operating costs and NLG 1.1 min in invesiments. The remuneration of the
members of the Board of Management and former Board members amounts to NLG 1.3 min
(1997: NLG 1.3 min) including social security contributions and pension costs. An average of
100 people has been emploved by the Group during 1998 (1997 105).

Company balance sheet at December 31, 1998
after proposed distribution of profits (x NLG I min)*

note 1998 1997
Assels .
Investments
property investments 609.8 5854
investments in
group companies 1 1,234.9 1,038.3
other financial
investments 2 411.2 34379
2,255.9 1.961.6
Accounts receivable 3 33 0.9
Other assets 340 122,00
2,293.2 20845
Liabilities
Shareholders’ equity
issued share capital 1 346.6 3374
share premium 5 1,377.9 1,387.1
revaluation reserve 6 .. 566.5 §. BB
general reserve 7 607.0 5275
1,765.0 1.6G80.7
Long-term debt
loans 8 301.0 164.2
other liabilities - 1.0
301.0 165.2
Short-term debt 9 227.2 238.6

2,293.2 2.084.5

© See notes San page 36 and the proposed distribution of profits under Other information” on page 37



Company profit and loss account for 1998
(= NLG | min)

note 1998 1997
result of group
companies 85.0 78.0
other result 10 57.6 58.0

Profit after tax 142.6 136.0

Notes to the company balance sheet al December 31,
1998 and the profit and loss account for 1998
(% NLG | min)

General

For the basis of valuation of assets and liabilities and the accounting policies for deter-
mining the results, the reader is referred to the Notes to the accounts.

The Company has made use of the exemption referred to in Article 402, Title 9. Book 2 of the
Netherlands Civil Code,

Investments in group companies
Movements are as follows: 1998 1997
balance at January | 1,038.3 907.1
investments, in balance 187.7 31
1,226.0 910.2
results 85.0 78.0
valuation adjustments g 3 111.7
profit distributions J. 6L.8 /. 616

balance at December 31 1,234.9 1,038.3

Investments in group companies have been valued at net assets value. A list of companies as
referred to in Articles 379 and 414, Title 9. Book 2 of the Netherlands Civil Code, has been
deposited with the Chamber of Commerce in The Hague.

Other financial investments

On account of intercompany relations NLG 411.2 min (1997: NLG 337.9 miIn) is included
under other financial investments.

Accounts receivable

On account of intercompany relations NLG 1.0 min (1997 NLG 0.6 min) is included under
accounts receivable.




1 Issued share capital

The share capital is as follows:

Type Nominal value Authorised  Inissue at December 31 (NLG)
of shares per share (NLG) (NLG) 1998 1997
ordinary shares 20 500,000,000 339,134,960 329,907,540
preference shares 20 250,000,000 30,000,000 30,000,000
‘Npriority shares 20) 200 200 © 200
‘B'priority shares 20 246,999,800 - -
1,000,000,000 369,135,160 359,907,740
less: uncalled preference
capital .. 22,500,000 /. 22.500,000
1.000,000,000 346,635,160 337,407,740
Movements in issued share capital:
1998 1997
balance at Janvary | 329.9 3208
stock dividend 9,2 9.1
balance at December 31 339.1 329.9

At December 31, 1998 there are 16,956,718 ordinary shares, 1,500,000 preference shares and
10°A' priority shares in issue. No ‘B'priority shares have been issued. For further information
concerning the preference shares and the A and ‘B’ priority shares the reader is referred to

the section'Other information’,

5 Share premium

balance at January 1
stock dividend

balance at December 31

1998 1997
1,387.1 1,396.2

P Y e
1,377.9 1.387.1

The share premium at December 31, 1998 includes an amount of NLG 1,346 min exempted

from tax (1997:NLG 1,356 min).
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1998 1997
Revaluation reserve
balance at January 1 Jo 5713 A
valuation adjustients on investinents 40.9 4.8
exchange rate differences 4. 460 67.7
movements in contingent tax liabilities o A8y L 8.6
other movermnents 27.9 0.4
balance at December 31 Ji. B8R 4 G713

Of the movement of NLG 1.8 min in the year under review NLG 16.0 min can be characterised
as realised and = NLG 11,2 min as not realised.

General reserve

balance at January 1 527.5 155.5
retained cash dividends 60.2 55.9
added according 1o proposal for distribution of profits 19.3 16.1
balance at December 31 607.0 5275
Loans

On account of intercompany relations NLG 271 min (1997 NLG 61.2 min) is included
under loans.

Short-term liabilities

Shorterm liabilities include the sum needed to meet dividend obligations in respect of
the 1998 financial yvear,should all sharcholders opt for a cash dividend. On account of inter-
company relations an amount of NLG 61.7 mln (1997:NLG 839 min) is also included under
short-term labilities.

100 Other results

On account of intercompany relations interest income to the amount of NLG 9.7 mln (1997
NLG 10.5 min) is included in these resulls.

|1 Items not included in the balance sheet

In 1998 the company has entered into forward sale transactions of GBP of 15 min. These
transactions have a remaining duration of 2 months. The company has given guarantees
on behalf of group companies to third parties for a total amount of NLG 349 min (1997:
NLGATI min).

Supervisory Board Board of Management

LF Visser G.C.J. Verweij

PRI Vinken R.L.M. de Ruijter

FIH.1 Boons

W. Lemstra

HMN, Schonis The Hague, February 25, 1999




Lt Hher gl maliom

IMarrthotion of proiits

Rules for the distribution of profits are set out in
Atticle 25 of the Companys Articles of Associution.
The preference shareholders have a first call on
profits i the forn of a dividend distribution on the
paid-up nominal share value ar 4 percentage late
equal to the twelvemanths money market jate
(Amsterdam Interbang Offered Rates), valid for the
first oxchange day of the Bnancial year coneerned,
o1 so el less as is available from the distribo-
table profit plus a surcharge of 1.5 Holders
af ‘B'priority shares have a second call on profits
in the kom of a dvidend chistibigtion 1o the
preference sharcholders, or a such lower amount
as is available from distributable profit. Holders of
Apriority shares are entitled to a dvidend distribu-
tion at a 5% rate on the paid-up nominal share
value from the remainder Distribution of the
halance then oustanding s determined by the
Anmial General Meeting of Shareholders.

Froposcd distriluition of pradils

In addition to the cash dividend of 540% on the
preference shares in issue ang 5% o the A priority
shares 10 issue it is proposed (o distibule 1o
ordinary shareholders a dividend of NLG 7.25 in
cash. or should they so prefer a dividend in cash
together with a tax free dividend in the form of
bonus shares, charged to the tasexempted share
frrerniven reserve, This amaunt in cash and accome-
panying distribution rate tor the honns shares will
be announced on Mareh 18, 1999 That part of
profits which is not paid out in cash will be added
tothe general reserve,

(e NLG 1 ming 1998 Fin

it fvestiorent resil 14246 LAt

Predesmanie e eivtelesel aned divielend

Aprinely stires 0.4 0.

Omdinary dividentt =) 1229 1 15

Addbitiein tey generdl resenve 194 Il
142.6 (R

———

O e st o Uis (e cash ofvichond B pand i resgreer o all
Ol prkivig iy shires,

Frefernuee sl peiortly shaves

The Apriotity shares are held by the Stichling fof
het houden van prioriteitsaandelen van de naam-
loze vennootschap: Wereldhave N.V. (Foundation
for the holding of priority shares of Wereldhave
NV The Supervisory and Management Boards ol
Wereldhave NV manage this foundation, The muost
impartant nghts of the halders of A and ‘B’ priorily
shares involve fixing the mimber of members of
the Management and Supervisory Boards of the
Company and the placing of a binding nomination
list for their appointment. There are no B priorily
shaes issued. 1.350,000 of the preference shares
are held by the Stichting tot het hooden van pret
erence en prioriteitsaandelen B Wereldhave (Foun-
dation for the bolding of preference shares and B
priority shares Wereldhave), The management of
the Foundation consists of Messis, H. Zomerplang
(Chairman), HJAE Meertens and M.A, Sniider, In
addition to voting vights, the preference shares car-
ry i preferential fght to a dividend out of the pro-
fits. They have no entitlement to the Company's re-
serves The purpose of the Foundation is, as set out
in Article 2 sectian 1 of its Articles of Assaciation, to
luok after the interests of Wereldhave NV (the
Company ). of the husiness concern related to the
Company as legal entity and of all parties involyed,
taking into consideration, aimongst other nhjectives
the maintenance of the independence, conlinuity
und identity of the Company 48 o legal entity and
as a business eoneern,

The Company and the Boand of the Foundation
jointly declare that, to the best of their knowledge
and belief, the Foundation is independent of (he
Company as defined in Annex X of the Fondsen:
reglement (Listing & Issuing Rules) of the Amster-
dam Stock Exehange

Trsusa edaunis wwith divectdy redgied
mrlies

e membuars of the Supervisory Board and the
Board of Management had no personal interest in
any of the Companys investments during the year
The Company las no knowledge of any properly
transactions taking place In the year under weview
between the Company and persons or institutions
which can be considered to stand in o direet
relationship to the Company
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Auditor's Report

Introduction

We have audited the Annual Accounts 1998 of
Wereldhave NV, The Hague. These financial state-
ments are lhe responsibility of the Company's
Board of Management, Our responsibility is to ex-
press an opinion on these financial statements
hased on our audit.

Scope

We conducted our audit in accordance with audit-
ing standards generally accepted in the Nether-
lands. Those standards require that we plan and
perform the audit to obtain reasonable assurance
about whether the financial statements are free of
material misstatement. An audil includes exami-
ning, on a test basis, evidence supporting the
amounts and disclosures in the financial state-
ments. An audit also includes assessing the ac-
counting principles used and significant estimates
made by the Board of Management, as well as eva-
luating the overall financial statement presenta-
tion. We believe that our audit provides a reasona-
ble hasis for our opinion.

Opinion

In our opinion, te Annual Accounts give a true
and fair view of the linancial position of the
Company as of December 31,1998 and of the result
for the year then ended in accordance with
accounting principles  generally accepted in
the Netherlands and comply with the financial re-
porting requirements included in Part 9, Book 2 of
the Netherlands Civil Code and the Investment
Institutions Supervision act {(Wet toezicht beleg-
gingsinstellingen).

PricewaterhouseCoopers N.V.

The Hague, February 25, 1999
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Consolidated balance sheet at December 31, 1998

in Euro

after proposed distribution of profits ( x EUR 1 min)

Assets

Investments
Property investments

Accounts receivable

Other assets

Liabilities

Shareholders’ equity

Provisions

Long-term debt

loans
other liabilities

Short-term liabilities

1998 1997
1,269.6 1,090.4
38.2 9.8
30.3 126.2
1,338.1 1.226.4
800.9 762.7
17.6 205
309.5 286.1
3.5 14
313.0 290.5
206.6 152.7
1,226.4

1,338.1
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Consolidated profit and loss account for 1998

in Euro

(x EUR 1 min)
1998 1997

Investment income
gross rental income 101.6 104.9
operating costs Jo 187 19,6
net rental income 84.9 85.3
Costs
interest costs J. 158 18.1
general costs o+ 4.2 5.4

Jooo 200 235
result hefore tax 64.9 61.8
taxes on corporate income ofs 0.2 0.1
Profit after tax 64.7 61.7




Consolidated cash flow statement for 1998

in Euro
(x EUR I min)

Cash flow from operational
activities

direct investmenl result
movements in accounts
receivable

movements in other assets
movements in short-term
liabilities

movements in provisions

Cash flow from
investment activities

investment in property
disposals of property
other movements

in revaluation reserve

Cash flow from
finance activities

new loans/redemptions
movements in other long-term
liabilities

dividend

other movements in
revaluation reserve

net cash flow
exchange rate differences

Decrease/increase in cash
and bank balances

64.7
J. 284
52.3
J. 1L1
J. 319.2
131.6
12.8
33.4
J. 0.9
4 24
& %

"-'-.“:'-.

&

93.8

133.8

130.7

96.9

16.2

80.7



Movements in shareholders’ equity in 1998
in Euro
(x EUR 1 min)

1998 1997

Direct investment result
— profit after tax 64.7 61.7

Indirect investment result
— movements in reserves

as a result of differences

in valuations and

exchange rates J. 105 412
~ ather 2.7 0.2

2.2 114

Proposed dividend J.  56.0 VA 5.4
Dividend not paid out for
1997 resp.1996 27.3 254

Increase
in shareholders’ equity 38.2 74.1




Company balance sheel at December 31, 1998
in Euro
alter proposed distribution of profits (< EUR 1 min)

1998 1997

Assets
Investments
property investments 276.7 265.6
investments in
group companies 560.4 471.2
other financial
investments 186.6 153.3

1,023.7 890.1
Accounts receivable 1.5 0.4
Other assets 15.4 55.4

1,040.6 945.9
Liabilities
Shareholders’ equity
issued share capital 157.3 153.1
share premium 625.3 629.4
revaluation reserve i 2BT.1 4 255E
general reserve 275.4 2394

800.9 762.7
Long-term debt
loans 136.6 .5
other liabilities - 0.4
136.6 1.9

Short term debt 103.1 108.3

1,040.6 945.9

Company profit and loss account for 1998 in Euro

(x EUR 1 min)

1998 1997
result of group companies 38.6 354
other result 26.1 26.3
G1.7

Profit after tax 64.7
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Supervisory Board Wereldhave NV

JLF. Visser (7)

— Former Chairman of Board of Management of
Westland/Utrecht Hypotheekbank N.V.

— Member of Wereldhave NV, Supervisory Board
ginee 1975; Chairman since 1991, a position to
which he was re-appointed in 1996

— Member of the Supervisory Boards of Canada
Trust Bank N.V.and N.V. PROAV

~ Member of Amsterdam Stock Exchange Com-
plaints Commission

~ Substitute Judge, Utrecht District Court

P.J. Vinken (71)

~ Former chairman of Supervisory Board of
Elsevier N,V

~ Member of Wereldhave N.V. Supervisory Board
since 1980; Vice-Chairman since 1991.a position
to which he was resappointed in 1998

— Member of the Supervisory Boards of several
companies including Reed International Ple

F.H.J. Boons (58)

- President of Board of Management of VADO
Beheer B.V. Eindhoven

~ Member of Wereldhave N.V. Supervisory Board
sinee 19944 position to which he was re-appoin-
ted in 1997

~ Member of the Supervisory Board of several
companies, and Chairman of the Supervisory
Boards of Kantoren Fonds Nedertand B.V. (Dutch
Offices Fund) and Winkel Beleggingen B.V.
(Shopping Investment Fund), subsidiaries of ABP
(Dutch Civil Service Pension Fund), Heerlen

~ Chairman of Investment Committee of Interpolis
Verzekeringen B.V.

¥

W. Lemstra (63)

— Former mayor of Hengelo, Overijssel

~ Member of Wereldhave N.V. Supervisory Board
since 1992, a position to which he was re-
appointed in 1998

= Parttime professorships in Public-Private  Co-
operation and Public Management, University of
Twente

- Member of the Supervisory Boards of several
companies, including NBM-Amstelland N.V

H.M.N. Schonis (55)

- Partner in Caron & Stevens/Baker & McKenzie
(solicitors, tax consullants and notaries public),
Amsterdam

— Member ol Wereldhave N.V. Supervisory Board
since 1997, to which position he was appointed
for a period of three years

~ Parntime professorship in Fiscal Law, Catholic
University of Nijmegen

- Member of the Supervisory Boards of several
companies, including Delta Lloyd Bank N.V.

The members of the Supervisory Board are all
Dutch Nationals.

The reelection, for a period of two years of
Mr Visser will be proposed at the Annual General
Meeting of Shareholders on March 25,1999, Having
reached the staturoy refirement age, Mr Vinken is
not eligible for re-clection. The Duties of Mr Vinken
will be taken over by the other members of the
Board. None of the members of the Supervisory
Board holds shares or options in Wereldhave N.V.
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Investment properties at December 31, 1998

(Chly properties with an gpen market value of more than NLG 10 mln are separately menitioned )

Location Tope m Parking  Yearolcon- Nunual rent
spaces  struction ar 199
veptovation reNLG L miln)
Belgium (1773
Brussels
1-8 Boulevard Bischollsheim altice 8,700 102 1958 1A
2225 Boulevard Bischoffsheqn olfice 1.000 13 140 1.8
6 Muntplein/Schildknaapstraat office 5.200 23 1987 20
8 Regentlaan ulfice 2,100 23 1975 &
Licge
1 Quai diss Venies shapping coentoe 20:400) L1 1945 05
Nijvel
10 Steenweg op Bergen shopping centre 10400 2 19495 20
Doornik
22 Bowlevard Walter de Marvis shopping centie §,700 14505 22
properties with an open marketvalue less than NLG 10 min 6,300 21
G500 253
France
Paris and environs
50 Rue du Faubourg Saint Honoe/
410 Rue d " Aguessean (507 olfice G A0 50 1986 Afi
Stiapping Centre Parinor Le Haut de Galy Aulnaysous-Bols shopping centre 2400 14000 176
Hungary
Budapest
properties with an open market value of fess than NLG 1D min 3,200 ar 1.5
The Netherlands
Alphen aan de Rijn
35 Avan Leenwenhoekweg ather comimercial space and office 11400 14971 1.2
Amsterdam
] Hornweg other commercial space and office 12400 1541 1.5
Arnhem
Shopping Centre Kronenburg (easehold Wil 21109 shopping centre ane office FL400 1000 1985 14.2
Best
| Brem other commercial space 11,300 G40 1971 1.7
Deventer
2 Duisburgstraal ather commercial space and offlee 1R300 173 KL
Doorn s
Park Boswiik, Boswijklaan apariments 4300 1946 34
Etten-Leur
Shapping Centre Enen-Leur shopping centre and olfice 31,500 1980 55
Geldrop
(2-89A Heuvel and 1.4.5.15 Achier de Kerl shops with apartments 3,000 1496 1.7
The Hague and environs
F66-370 Sir Winston Churehilllaan, Rijswijk ulfice 50000 56 1956 8.2
1-8 Koningin Julianaplein office 11600 74 19493 3.
45 Rotterdamsewed, Rijswijk other commercial space and office 36500 1993 G
246 Nieuwe Havenstraal Voarburg ulfice 19,000 351 1984 34
12 Veraartiaan, Rijswijk office 5,600 87 1991 1.4
Leiderdorp
Shopping Centre Winkelhol shopping centre 14,800 750 1990 54
Nuth
15 Thermickstraat other commercial space 17 0060 G4 1987 2
Roosendaal and environs
23 Borchwer| other commercial space and office 15400 1974 1.1
i Middenweg, Moerdijk (municipality Zevenbergen ) other commercial space and office &.800 1948 21
Utrecht
I Rutherfordweg other commercial space and office 12,900 1954 1.4
properties with an open markel value less than NLG 10 min S1.600 6.3
411,500 T
bk
2 Plaza de la Lealtad office 2,000 1973 1.5
15 Calle Fernando El Santo Office 3.250 13 19893 1.1
T h2A0 24
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Liseation Thpe m Parking  Year ol eon-  Alnual rent
spaces  struction of 1994
renovation (s NLG Lmlu)
United Kingdom
Gloucester
G371 Nenthgate Steeet and 1120 Hare Lane shops 100 1972 10
Guildford
TATE North Street olfice I 400 1976 1.0
London and environs
126-134 Baker Street, W1 shops 1,700 1935 1.6
76 Capnon Street, ECH (leasehold 1ill 2138) olfice s 1188 1.G
326-334 Chiswick High Road, W4 shiops and office 2,300 1971 1.1
T2-T1 Dean Street, Rovalty House W1 olfice 2,600 12 10501 1.4
VI8 Eastcheap. EC3 (leasehold il 2128) olfice 5,200 199 I
31-36 Foley Street. W1 office 3.300 12 1993 28
11-12 Haymarket, SW1 office 1,100 1988 1.1
15 Kingsway W2 obfice 3,000 1986 3.2
15 Lower George Street and | Eton Street. Richmond upeon Thiames shops 2500 10 1663 12
S-T0 Pulney High Street SW15 shops 1,200 B! 1971 16
10-12A Thames Street and 1,2 and 5 Cirfew Yard Windsor office 1500 a3 1972 1.3
Northampton
100 Pavillicn Drive office 11000 1491 .3
Redhill
Grosvenor House, 65/71 London Road affice 1,700 150 1986 2:5
Rickmansworth _
Olds Approach, | Tolpits Lane other commercial space 7800 1993 I3
Sittingbourne
Trinity Trading Estate other commureial space 36,500 200 1952 a2
Sheffield
Penistone Roacd shops 3.000 198G 1.2
Wakefield
2428 Teall Street and 1220 The Springs shops 3100 450 1488 1.2
Warwick
Warwick Technology Park, Gallows Hill olfice 21,800 1982 it
Whyteleafe
4390453 Godstone Road office 7300 270 1964 2.1
Yeovil
Bav 6 Lynx Trading Fstate Shps 2 800 1986 0.9
propertios with an apen market value less than NLG 10 min G4, 760 183
107760 T2
United States
Dallas
1910 Paeific Place office 20,700 1 1982 ]
Irving
161 Conporate Conter olfice 9,700 1098 I.1
1600 Regent Boulevard office 700 TH9s 19
Livonia
19500 Victor Parkway uffice 10,300 1998 1.1
Philadelphia
1515 Market Street office and shops 16,900 1986 15.6
Pittsburgh
3000 Park Lane office {1.800 19058 an
Washington D.C.
T401 New York Avenue nlfice 17.800 165 1984 87
131,600 .2
Total R35,610 376

All properties are freehold Unless otherwise stated. For properties whicl are not 1000 -owned, the surface areas, number of parking spaces and
the annual rent are shown on prosrate base, The annual rent is calculated on the assumption that the buildings are filly let and before deducting

aperating costs,

Independent valuers

Hessley & Baker | ondon
Intervalor Rous A Madrid
Janes Lang Wootton. London

Troostwiik Valeur S.A., Paris
Troostwilk Taxaties BV Amsterdam

Troostwijk Roux Expertises cvba, Andwerp
TWE UK. Lid., Londor
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Snmmary of investiment propertivs

Thee fallowiing is a swmmary of e opes parker value of the Graup s ovestment popetios o) Dreceiibee 31 19595, Dulch siaiblons e beeo
copnertod al vates of exchange rling ol Deegmber 51008, The anmsal ient is stavton the asscmption that e biidiogs ame fully el ago Datoie

dhedugting opeiRmtion costs.
(3 ANLG [ anin) Offlces Other properties Total
open fpe wpen Mpen
ket il ittt aiiniiial ket aliigal iniirke| el
willue i Nulue e virluw el vitlue 1t
Hahginim 1058 1, 1703 | 0.4 14 L A
Fruice GG i 2340 176 AL N M35 228
Hungary 87 14 (I 00 .0 [ 87 I
The Netherlands {28 182 78 258 SN S| 25 1 |
\ 3y 4 0n L 041 {0 214 24
Liniteed Kingloin 458.8 11 195.5 141 2 107 S T
United States A&6.6 M 0n fn 04 il 4366 2
Total I, 166.2 j20.0 L LA 716 #25.0 | 93397 R

General lease canditions

The following isa suammary of vpical provisions relating o leses on Wereldhave's ivistiment properties in the respective countries.

. Term B0 or U years with & nital option at dwe end of o e oo
tendd or renegotiate.

I Rent increases: amnual increases based o (doreases i the health
index,

© Oitgolngs: struciutal mamtenance onlv s for the landiords’ ac-
caaunt

Germany

it Term: 5 vears willl e tatant having s option lora lurher 5 years.

b Rent [nereases: ovewr g soon s (he cost of living index inerases
Ly 10 posints after which pegatiations fake place for o new markes
rent

¢ Wr@:ﬁnﬂuml maiitenance, instsice, anagement and lo
cal taxes are for the landionds” account.

France
e Term: 3,0 and 9 veags with the fenant having the option sacl thiee

wats 1 extend (e lease,
I Rent inereases: annuel increases bosed on Milldmg cost incrensses
(INSEE-index ) wiless othenyise agreed,
¢ Clutgoings: straactiml mabmenance only s far the bngdlonds: qecotn,

@, Form: g visars with an nption for e lenant o estend a futher 5

Vears.
[ Reot mereases: annial nomwase based on e vost of ving oides

The

o T & years witl ag option [ the fenant o egiend a fmher
YOS

I Rent inerases: annual ncreases based o e cost of [ving midex
(eonsumer price index),

¢ Outdoings: structural maintensned, msumnoe, managenient snd i
part of loeal tixes are for the lindionds”acdon,

o Teray i 0 5 vears,

b Rent inereases: annnal iorenses based ap the cost of Tiving inde
Leonsumer price tndex,

. Dutgoings: structural malitenanee, insuranee, management and o
part of local taxes are for the landlowds’ sceount.

United Kingdom

o Termiup to 25 years.

b Rent adjustments to market levols overy five yoars, i gevernl not
Below thie previous et level,

. Dulgoings: mainky structural malntemance and mswminee ane all
tewoverable from the lenanis,

United States

a, e > ar Wvears usual.

v Rent increases: tistial dunng the tern.

e Outgoings: structural msintenance only s for the landlorls ac
et escalation elanses exist lor nereases n property tases, elee

Leansuimer prace fndex |,

Irkedty and wages

¢ Quitgaings: structural malnienancy, insuranee, and a part of local
Lo e Jor the faidlonds’ secount

Development projects
( Projects with a value above NEG 10 min )

Brussels

30 Rue Joseph 11 Reconstrction of an office building of 18850 m- and 170 parking places. Comprletion January 1999,

Vilvaorde Development in phases of a lotal Of approx. 22000 m offiee space. First phase consists of appros. TR m a be
carmpleted o the first quartis of 2000,

France

Levallois-Peret ot Kleher - Olfice building of 20,000 iy, Completion last quarner of 1909,

Drankirk, Mavine Hetatl and lesun contie of 20200 m, consisting of a cinemi and shopping space, Complotion tird quaner 125

Netherlands

Dellt, Deltechpark Ofice Tnilding “XX" 0f 2000 gy and 38 parking places. Completion Januaiy 199¢

Letderdom, Winkelhol Expansion of the shopplug centre with approx. 2450 mt. Completion thild guarter 1969,

United States

Austin. The Park Office building of approx. 5,000 i Completion August 1999,

Austin, Lakewooxd Office bubding of approx. 85200 v Completion September 19949,

Allesy (At bl of approx 10,700 o with completion i July 18999,

Frosspunt | Offiee building ol apprax. TAU0 o, 16 be comgleted n Marcl 1905,
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WERELDHAVE

Wereldhave N.V. - 23 Nassaulaan - 2514 J'T The Haque - The Netherlands :

Telephone: (0)70 - 346 93 25 - Fax: (0)70 - 363 89 90 l
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